
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
1 
I 
I 

STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

The Peoples Gas Light and Coke Company ) 

Proposal to revise Riders SVT, AGG, 01-0470 
Rider 2, Terms and Conditions, and Table 
Of Contents 

Direct Testimony of 
Becky Merola 

On Behalf of The New Power Company 

I.C.C. DOCKET NO,--..-- "/rq a0 
psyd Exhibit No./ r> 
Witness 
Date l!&?.&2 Reporter I%? 

September 5,2001 



I 
I 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I .  

11. 

111. 

TABLE OF CONTENTS 

INTRODUCTION .................................................................................................. 1 

BILLING ISSUES .................................................................................................. 4 
A. Single-Billing By Suppliers ........................................................................ 4 
B. Single Bill Tariff ....................................................................................... 10 
C. Other Billing Issues ................................................................................... 11 

PROPOSED ADMINISTRATION AND RATE DESIGN OF THE CHOICES 
FOR YOU PROGRAM ........................................................................................ 12 
A. Enrolhent Limits ..................................................................................... 13 
B. Minimum Stay Requirements ................................................................... 16 
C. Grace Period .............................................................................................. 18 
D. Rider AGG ................................................................................................ 20 

1. Application Fee ............ ............................................................. 20 
2. Monthly Aggregation Fee ............................................................. 22 
3. Customer Pool Activation Charge ................................................ 23 
4. Storage Issues ................................................................................ 24 
5. Operational Integrity Provision ..................................................... 25 

. .  

. .  
. .  

IV. UNIFORM BUSINESS RULES ................................................................................ 26 

V. CONCLUSION .............................................................. I ............................................. 27 
Summary of Recommendations ................................................................ 27 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
1 

1 

2 

3 Q. 

4 

5 A. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

I. 

INTRODUCTION 

Please state your name and business affiliation and address and describe 

your background. 

My name is Becky Merola. I am a Director of State Government Affairs for the 

New Power Company (New Power”). My business address is 6418 Wynwright 

Drive, Dublin, OH 43016. I currently represent the New Power Company’s 

regulatory positions before state agencies and legislatures. I am currently 

responsible for market restructuring, maintenance and broad gas and electric 

policy and advocacy in the states of Ohio, Massachusetts, Indiana, Illinois, and 

Michigan. Prior to my current position, I served as Director, US Canada 

Government Affairs for Enron Corp., Enron North America, Clinton Energy, and 

Enron Energy Services in the states of Ohio, Kentucky, Iowa, Minnesota, 

Massachusetts, Maine and Kansas. I was also National Accounts Manager for 

commercial as well as industrial fortune SO0 accounts with Enron Gas Services 

and Enron Capital & Trade. Since 1994, I have actively participated in 

collaboratives, as well as negotiated settlements, and proceedings involving the 

unbundling of natural gas andor electricity services in the states of New Jersey, 

Maryland, Massachusetts, and Ohio. I have participated in gas proceedings 

before the Federal Energy Regulatory Commission and in the states of Kentucky, 

California, Virginia, Pennsylvania, Michigan, Illinois, Oklahoma, Iowa, Maine, 

New York, Minnesota, and Louisiana. 
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46 

Q. 

A. 

Q. 

A 

Q. 

A. 

On whose behalf are you testifying? 

I am testifying on behalf of the New Power Company (“New Power”). New 

Power was formed by Enron Corp. in November, 1999. In its brief existence, 

New Power has become a leading national provider of electricity and natural gas 

serving residential and small commercial customers in the deregulated United 

States marketplace. New Power offers customers in restructured retail energy 

markets competitive energy prices, flexible payment and pricing choices, 

improved customer service, and other innovative products, services, and 

incentives. 

Please explain New Power’s experience in the energy industry. 

New Power’s experience in serving residential and small commercial customers is 

unparalleled in the competitive energy industry. New Power is currently 

operational in eighteen (18) different markets, including markets in New Jersey, 

Pennsylvania, Texas, Ohio, California, Georgia, Indiana, Maryland, and 

Michigan. In those markets, New Power is providing natural gas and/or 

electricity service to approximately 700,000 residential and small commercial 

customers. This experience provides New Power with the unique viewpoint of 

having seen what works and what does not work in restructured markets. 

What is New Power’s interest in the instant proceeding? 

New Power now is looking at the possibility of entering into the Illinois natural 

gas market. However, without modifications and revisions to the proposed tariffs, 

residential and small commercial customers will be deprived of the benefits that 

L 
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54 

55 

56 

57 

58 

59 

60 

61 

62 L. 
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suppliers like New Power can offer with a properly designed residential customer 

choice program. As a result, if the Commission were to adopt the proposed 

Peoples Pilot tariffs without modification, it actually would hinder the further 

development of competition in the Illinois retail natural gas market. 

Please summarize New Power’s initial reaction to the Peoples filing. 

In its filing, Peoples has requested the ability to expand its “trial” pilot program 

for commercial customers into a “permanent” standard tariff for residential and 

commercial customers. Prior to allowing such a transformation, the Commission 

should be fully informed of the ramifications of such a conversion, especially 

given the competitive barriers contained in the proposed tariffs. In short, the 

Commission should order revisions to the proposed tariffs before they become 

effective. New Power will highlight some of the competitive barriers in the 

proposed Peoples Pilot tariffs. 

What are your recommendations in the instant proceeding? 

A number of pro-consumer pro-competitive revisions to the proposed tariffs are 

necessary to foster competition and remove significant barriers to entry that 

otherwise would prevent suppliers ftom providing additional benefits to 

customers. These necessary revisions fall into two general categories. First, the 

proposed billing procedures should be revised to: 

(a) Allow suppliers to perform a single billing function for their 
customers; and 
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(b) Require Peoples to offer this service under the terms of a single bill 
tariff. 

Second, the proposed administration and rate design of the program must be 

revised to: 

(a) Prevent misplaced, unnecessary, and unjustified fees f?om acting 
as barriers to entry, including, but not limited to the Aggregation 
Charge, Customer Pool Activation Charge, and Supplier 
Application Charge; 

Remove unnecessary restrictions upon supplier’s flexibility to 
efficiently utilize its own storage services; and 

Eliminate the proposed enrollment limits and utilize an “open” 
enrollment process. 

(b) 

(c) 

The Commission must be vigilant to adopt rules and tariffs that ensure that 

competition develops for residential and small commercial customers. By 

adopting New Power’s recommendations, the Commission can help ensure that 

appropriate tariffs are adopted to promote competition to provide service to retail 

customers in the Peoples and North Shore service territories. 

11. 

BILLING ISSUES 

A. SINGLE-BILLING BY SUPPLIERS 

Would suppliers be allowed to offer a single bill to residential customers 

under Peoples’ proposal? 

No. 

4 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Does Peoples allow suppliers to issue single bills to transportation customers? 

Yes. In Peoples’ last general rate increase, the Company allowed suppliers to 

directly bill transportation customers for the commodity charge as well as the 

utility’s distribution charge. (See Order, ICC Docket No. 95-0032.) However, 

the Company inexplicably removed this option from its Rider AGG in the original 

pilot program proceeding. 

Is single billing by suppliers an important issue to the development of a 

competitive market? 

Yes. All products and services which can be offered competitively should be 

offered by competitive suppliers. The ability of a supplier to issue a single bill to 

its customers is the cornerstone of a supplier’s relationship with its customer. 

Single billing by suppliers is an extremely important issue that will influence the 

amount of resources, if any, that New Power devotes to bringing the benefits of 

choice to residential customers in the State of Illinois. 

Please explain some of the benefits of single billing. 

Clearly, the primary beneficiaries of the provision of a supplier consolidated bill 

are customers; since a customer is able to choose to receive the benefits of the 

competitive market and still receive only one bill, from a single entity. As a 

result, the customer only has to write one check and make one payment for its 

natural gas service. The ability to provide single billing service translates to an 

additional value-added service and marketing tool that assists suppliers, such as 

5 
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Q. 

A. 

0. 

A. 

New Power, in building a relationship with customers. Additionally, there is the 

potential for added substantial benefits under single billing, including the ability 

of a residential or small commercial customer to receive one bill if the customer 

were purchasing natural gas and electric service from a single source, tailored 

billing options, and innovation and the offering of new products and services. 

Are there other benefits associated with single billing being provided by 

suppliers? 

Yes. Most utility billing systems are built to handle the regulated rates for the 

commodity. Unfortunately, it has been our experience that these utility billing 

systems cannot handle the variety of options that the competitive market wishes to 

offer retail customers. If suppliers were forced to use the incumbent utilities’ 

billing systems, the competitive market would be limited to the confines of the 

utilities’ existing systems that were built to offer one product. This would 

severely limit the types of products and services that could be offered. 

How would having to use the incumbent utility’s billing system harm 

suppliers? 

Suppliers may wish to offer many energy saving products and services, as well as 

demand side management products. Many times these billing systems cannot 

handle multiple rate codes as well as additional lines for messaging to the 

customer such as updates on savings, new products or programs that are being 

offered or multiple commodity messaging for BTU products. Suppliers need the 
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ability to communicate through the customer’s bill with their customers regarding 

the benefits that a marketer has to offer, and potential future savings and value- 

added services that what would be available based on a customer’s needs. 

In addition, suppliers may wish to provide customers with incentives to switch by 

offering items such as frequent flyer points; old utility systems simply are not 

equipped to accommodate those types of innovative programs. Communicating 

to customers through their natural gas bill regarding such items as an update of 

the total accumulation, and phone numbers to call to use such incentives have 

proven to be very difficult for a utility billing system to handle without having 

additional cost incurred. 

New Power already has inve! 3, SI ntial amour )f capital into building the 

infrastructure to support servicing its products and services. Paying the utility to 

upgrade an outdated system would be a waste of time and money. 

Q. Has the Illinois General Assembly recognized the benefits of single-billing by 

suppliers in the electric industry in Illinois? 

Yes. In creating the framework for the development of a competitive market in 

the electric industry in Illinois, the Illinois General Assembly required each 

electric utility to submit a tariff that would allow suppliers to issue a single bill for 

the suppliers commodity charges and for the utility’s delivery services charges. 

(See 220 ILCS 5/16-118(b).) As the Commission builds the framework for a 

A. 
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Q. 

A. 

Q. 

A. 

competitive natural gas market, it would be wise to follow the lead of the General 

Assembly on this issue. 

Has the Illinois Commerce Commission recognized the benefits of single 

billing by suppliers? 

Yes. In the Commission’s recent Order regarding expansion of the Nicor 

Customer Select program to all residential customers on a permanent basis, the 

Commission properly concluded that single billing is desired by both customers 

and suppliers, and is necessary for the development of a competitive market in the 

natural gas industry. (See Nicor Order at 28, ICC Docket Nos. 00-0620/0621.) 

However, the Order failed to properly direct Nicor to file a true “single-billing” 

tariff. (See id. at 28.) The Commission must take this additional step in this 

proceeding to ensure that the terms and conditions under which single billing is 

provided are reasonable and non-discriminatory. 

How did the Commission address the issue of single billing by suppliers in its 

initial order that approved the Peoples Gas pilot program. 

In its Order in ICC Docket No. 97-0297, the Commission declined to require 

Peoples to allow suppliers to perform the single billing function due to the relative 

infancy and lack of experience under the pilot program despite the fact that two 

(2) suppliers had requested such an option. (See ICC Docket No. 97-0297, Order 

at 10, August 12, 1998.) Instead, the Commission accepted Peoples’ offer to 

investigate the desirability and the feasibility of single billing. (See id. at 10.) 
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207 

208 
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210 

211 A. 

212 

Additionally, in a Concurring Opinion, former Commissioner Brent Bohlen 

emphasized that the General Assembly recognized the importance of single 

billing by suppliers in the electric industry and that such a policy would be 

appropriate if gas transportation is generally available. (See Bohlen Concurring 

Opinion at 1, ICC Docket No. 97-0297.) In light of the general availability of gas 

transportation to all customers in the Nicor service temtory and its proposed 

availability to residential customers in the Peoples and North Shore service 

temtones, former Commissioner Bohlen’s policy recommendation is certainly 

appropriate in the instant proceeding. 

Can there be any doubt that suppliers desire to issue single bills to their 

customers? 

No. Throughout the country, this is an extremely important issue to suppliers; 

there is no need for further “study.” The Commission’s presumption should be to 

eliminate such anti-competitive provisions. Additionally, Peoples has offered no 

evidence, either operationally or administratively, that would justify the 

imposition of this anti-competitive provision in its tariffs. 

What are some of the assertions that Peoples makes in suggesting that SVT 

Suppliers be barred from issuing a single bill to their customers? 

Peoples seems to suggest that the provisions of 83 Ill. Adm. Code Part 500 

somehow bars SVT Suppliers from issuing single bills. 
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232 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Do you agree that Part 500 bars a SVT Supplier from issuing a single bill? 

No. Obviously, SVT Suppliers are not subject to Part 500, but there is no reason 

why Peoples’ obligations under Part 500 cannot be met as a result of an SVT 

Supplier issuing a single bill. 

How can the requirements of Part 500 be met if a SVT Supplier is issuing a 

single bill? 

If Peoples is truly concerned about its obligations under Part 500, there is a two- 

pronged workable solution. First, Peoples should provide SVT Suppliers with 

the required information in a suitable electronic format. Second, Peoples should 

impose on SVT Suppliers the comparable requirements of Part 500 in its tariffs 

and make it a condition of supplier consolidated billing. 

B. SINGLE BILL TARIFF 

What is your recommendation regarding how the Commission should 

require Peoples to address the single billing issue? 

The Commission should direct Peoples to file a single billing tariff. Such an 

Order would be consistent with the Commission’s Order in the original pilot 

proceeding and with the Commission’s long history of promoting competition in 

the natural gas industry. 

I O  
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Q. 

A. 

Q. 

A. 

What are some of the essential elements of a single billing tarif!‘? 

A single billing tariff should establish a uniform format for the operational, 

technical, and communications processes for the interaction between Peoples and 

suppliers in the program. At a minimum, Peoples should be required to provide 

the following information in a uniform electronic format: 

billing determinants; 
Peoples’ charges (in a bill-ready electronic format); 

bill inserts and other required notices; and 
any other necessary information that a supplier will need to provide to the 
consumer. 

Additionally, the “Single Billing” tariff should include: 

remittance options; 
payment priorities; and 

the terms and conditions of service: 

a credit, based upon an embedded cost methodology to reflect the savings 
to Peoples as a result of the supplier performing the billing function. 

C. OTHER BILLING ISSUES 

Does New Power have other concerns regarding bow Peoples proposes to bill 

customers under this Program? 

Yes. If the Commission does not allow SVT Suppliers to perform the single 

billing function, the following additional questions are unexplained in Peoples’ 

filing: 

How are receivables handled by Peoples? Are suppliers kept whole? 

Is there a receivables agreement between Peoples and the supplier? 

What is the turnaround time for payment? 

Is there a discount rate? 

11 
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287 
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289 

290 

291 

If there is a discount rate, what is the justification of a discount rate if 
bad debt expenses have still not been unbundled ? 

How many rate codes can each supplier utilize? 

How many bill lines would suppliers be able to use to communicate 
with their customers? 

Would suppliers have access to bill inserts? 

Would Peoples display logos, charts, and other graphics on behalf of 

the suppliers? 

Would Peoples allow suppliers to include additional pages? 

What are the timeframe requirements for suppliers submission of data 
to the utility? 

Under what format will suppliers be required to submit data to the 
utility? 

At the very least, Peoples should be required to answer these important questions 

in a manner that is acceptable to the Commission’s goal of encouraging the 

development of a competitive market. 

111. 

PROPOSED ADMINISTRATION AND 
RATE DESIGN OF THE CHOICES FOR YOU PROGRAM 

What issues regarding the administration of the Choices For You Program 

and proposed tariff changes do you wish to comment upon? 

The Commission should focus upon the following areas regarding Peoples’ 

proposed administration and rate design of the program: (a) enrollment limits, (b) 

grace periods, (c) minimum stay requirements, and (d) other proposed revisions to 

Rider AGG. 
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313 

314 

Q. 

A. 

Q. 

A. 

A. ENROLLMENT LIMITS 

Please describe the enrollment limits in Peoples proposed tariffs. 

As described by Peoples witness Egelhoff, the pilot program would be limited to 

only 75,000 customers in the first year; 125,000 in the second year; and 180,000 

in the third year. ’(See Respondent’s Exhibit A at 7.) There does not appear to be 

any further discussion or explanation regarding the eligibility for the remaining 

residential customers to participate in the program after the third year of the 

program. (See id.) However, Peoples asserts that it will make an “informational 

filing” by March 1, 2005 to establish enrollment limits, if any, after April 30, 

2005. Additionally, Peoples’ proposes that the enrollment may be 

suspended at the Company’s sole discretion if the proposed enrollment limit is 

reached. Peoples’ unbridled ability to suspend the enrollment limits is simply too 

much risk for a marketer to bear. Peoples should be required to submit a petition 

to the Commission requesting the ability to suspend the enrollment. In addition, 

if Peoples intends to suspend enrollment, Peoples should be required to provide 

adequate notice to all participating suppliers prior to suspension. 

(See id.) 

Has Peoples justified the proposed enrollment limits? 

No. Customer choice and the dynamics of the marketplace will be impeded if 

Peoples’ enrollment limits are approved by the Commission. In fact, Peoples 

witness Egelhoff contradicts her own testimony by first claiming that residential 

customers desire choice while simultaneously proposing enrollment limits that 

impede customer choice. (Compare Respondent’s Exhibit A at 4 with 

13 
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331 

Q. 

A. 

Q. 

A. 

Respondent’s Exhibit A at 6. )  The enrollment requirements are so small that they 

would operate to preclude any economies of scale or mass marketing efforts of a 

supplier like New Power. 

How do the proposed customer enrollment limits impede customer choice? 

If competitive suppliers have demonstrated that their products are the most 

economical, innovative, or desirable, additional customers should not be 

prohibited ftom enjoying the same products and services. The marketplace 

should determine who are the most efficient, reliable and successful suppliers. 

How do you respond to Peoples’ assertion that it had to impose the 

enrollment limits because it needs to enter into an agreement with the Illinois 

Department of Commerce and Community Affairs (“DECA”) regarding 

energy assistance and LIHEAP? 

Peoples could easily identify the group of customers that would be effected by the 

DECA requirements and either bid them out as a group later or remove them from 

participating in the program by providing a “do not contact” list to SVT Suppliers. 

The entire residential customer base should not denied the opportunity to enjoy 

the benefits of customer choice in order to settle issues relating to a smaller subset 

of residential customers. The costs to a marketer to advertise, build scripts, 

provide market specific support, and solicit customers can be cost prohibitive if 

the potential size of the market is too small and there is no certainty that 

enrollments will continue. 
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Q. 

A. 

Q. 

A. 

How did the Commission address the enrollment issues in the Nicor 

Customer Select pilot? 

It is my understanding that the Commission recently entered an Order that 

expanded the Nicor Customer Select pilot to all residential customers on a 

permanent basis after a trial period that allowed 80,000 residential customers in 

selected communities to participate in the program. The Nicor Customer Select 

Pilot had a three-year phased period that included an industrial, commercial, and 

residential component. (See Nicor Customer Select Pilot, ICC Docket Nos. 00- 

0620.0621 (cons.) &r at 3, July 5, 2001.) In the third year of the Nicor pilot 

program, Nicor extended the eligibility to an additional 260,000 customers. (See 

id.) 

How have utilities and state commissions in other jurisdictions addressed 

enrollment limits? 

The residential choice programs in the State of Ohio and the Atlanta Gas Light 

Company program in the state of Georgia are probably the two most active 

customer programs in the natural gas industry. There are no enrollment limits in 

the current gas choice programs in the State of Ohio nor in the Atlanta Gas Light 

direct purchase program in the state of Georgia. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

What is New Power’s recommendation regarding the proper enrollment 

limits? 

The Commission should direct Peoples to utilize an open enrollment for their 

entire service temtory in which all residential customers would be provided with 

the opportunity to select a competitive supplier. 

B. MINIMUM STAY REOUIREMENTS 

Does Peoples seek to impose any minimum stay periods if a customer seeks to 

switch from a supplier back to Peoples? 

According to Second Revised Sheet No. 150, except in the event of a transfer of 

service, a customer may not voluntarily discontinue service and subsequently 

renew service for twelve (12) months. This effectively establishes a minimum 

stay period of approximately 12 months with the utility. Thus, if a customer 

decides to no longer take service from a competitive supplier, it will have two (2) 

months to elect a new supplier or the customer will be forced back to bundled 

utility service for a period of 12 months. Such a requirement amounts to being 

“slammed” back to the monopoly utility for 12 months. 

What is New Power’s recommendation regarding the twelve (12) month 

minimum stay requirement? 

The Commission should eliminate this barrier to entry. Alternatively, if Peoples 

truly believes that arranging for supply for such returning customers is a 
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Q. 

A. 

“burden,” then the Commission should direct Peoples to develop a competitive 

default service that suppliers will have the opportunity to bid upon. 

Please explain how the Commission could establish a competitive bidding 

process for default service. 

Default service need not be provided by the traditional utility. Default service can 

be provided competitively. Thus, if Peoples continues to assert that providing 

such service is a burden, the Commission should create a request for proposal and 

select, through a competitive bidding process, a retail supplier for customers who 

wish to leave their current arrangement with a competitive supplier, or is a new 

customer to the utility system. Bidders could compete on the basis of the price at 

which they are willing to serve default customers. An essential component of any 

method of allocating default service is the customer’s ability to choose another 

retail supplier if it is dissatisfied with the default supplier selected through 

bidding. The goal would be to assure that customers have choice and that the 

selected default service provider is not the exclusive provider. In other words, the 

benefit of a competitive default option is that customers are not subjected to 

minimum stay periods where the customer is held captive by the incumbent 

monopoly utility. For the Commission’s convenience, a copy of a Request For 

Proposal issued by the Georgia Public Service Commission is attached hereto and 

made a part hereof as Attachment 1, 
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417 

418 A. 

419 

320 

42 1 

422 

Has competitive default service been implemented as a component of a 

customer choice program in other states? 

Yes. Massachusetts has a competitive default service for electric customers who 

are either new to the system, left standard offer service and returned to the utility, 

or have come back from the competitive market. As for gas programs, the two 

most progressive programs in the country (Columbia Gas of Ohio and Atlanta Gas 

Light) do not have any minimum stay requirements. In addition, Atlanta Gas 

Light has a competitive Interim Pooler arrangement whereby Atlanta Gas Light is 

no longer in the merchant function at all. In Georgia, the Interim Pooler acts as 

the default service provider. One criteria for becoming the Interim Pooler is to 

agree to send notices informing customers of their right to select another marketer 

at any time. For the Commission’s convenience, a copy of the Georgia Public 

Service Commission’s Order Designating an Interim Pooler is attached hereto and 

made a part hereof as Attachment 2. 

C. GRACEPERIOD 

Please explain why the length of the proposed grace period for customers 

switching suppliers in the Program is important. 

The length of the grace period is important due to the fact that if a customer does 

not choose a new supplier during the grace period, the customer will be returned 

to bundled utility service for a period of 12 months. Thus, notwithstanding New 

Power’s concerns with the minimum stay requirement, the proposed grace period 

should be revised. 
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Q. 

A. 

What specific concerns do you have regarding the grace period? 

The Commission should require Peoples to address to the Commission’s 

satisfaction three specific issues regarding the grace period. First, there is no 

explanation by Peoples regarding how customers returning to bundled service, 

and subject to the 12 month minimum stay requirement, will be identified to 

suppliers as ineligible. Second, there is no explanation by Peoples regarding how 

a marketer is informed that the customer is available during that grace period. 

Third, there was no detailed information provided by Peoples regarding: 

what notification will be provided to the customer concerning the 
grace period, 

whether customers will be informed of their options during the grace 
period; 

what notice will be given to the marketer for customers who are 
terminated by the utility for non-payment; 

whether customers will be provided with an explanation of the 
implications of inaction during the grace period; and 

If notices are going to be provided to customers, Peoples should 
identify who will be paying for the notices. 

At a minimum, the customer should be provided with no less than three (3) full 

billing cycles to consider their options. A grace period similar has been utilized 

in the Illinois retail electric market. 
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Q. 

A. 

Q. 

A.  

D. RIDERAGG 

What issues will you discuss regarding Peoples’ proposed changes to Rider 

AGG? 

The Commission should examine the various proposed fees, storage issues, and 

operational flow issues. 

1. Application Fee 

Do you have any comments regarding the proposed $2,000 application fee to 

set-up an aggregation agreement? 

This fee is entirely unreasonable. This type of up-front “ante” is not found in any 

jurisdiction that has a customer choice programs that is operating in a manner that 

provides customers with the benefits of customer choice. An application fee 

should reflect what the actual incremental cost is to the utility to process an 

application. As an example, for the Commission’s convenience, the application 

fees for Columbia of Ohio is attached hereto and made a part hereof as 

Attachment 3. Note the application fee is $50. Peoples proposed application fee 

is 400 times higher than the application fees of Columbia Gas of Ohio. It has 

been my experience that utilities generally spread any asserted costs for education 

and transition to the entire class of customers who would now have the 

opportunity to choose. Such costs have not been recovered through a 

“transportation customer charge” because such charges would act as a barrier to 

competition. 
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Q. 

A. 

Q. 

A. 

Apparently, Peoples has added the costs of educating the customer about choices 

in its customer charge to those customers who take service from a competitive 

supplier. 

Would it be appropriate to charge such consumer education costs only to 

those customers who choose to take service from a competitive supplier? 

No. All customers in Peoples service territory should be allowed the opportunity 

to choose an alternative commodity supplier. All customers should have the 

benefit of receiving the information and educational materials regarding the 

ability of customers to choose a competitive supplier for their gas supply. Since 

this information should be provided to all customers, the costs of educating 

(including answering telephone inquiries regarding the program) all customers 

should be borne by all customers, not just the customers that choose a competitive 

supplier. It has been my experience that utilities generally attach education riders 

to their tariffs that apply to the entire group of customers that receive such 

,information. It has not been treated as an exit fee to inhibit competition. For the 

Commission’s convenience, a copy of such a tariff provision from Atlanta Gas 

Light is attached hereto and made a part hereof as Attachment 4. 

What is New Power’s recommendation regarding the application fee? 

The Commission should reject Peoples’ proposed $2000 application fee and 

instruct Peoples to charge only the actual incremental cost that Peoples proves it 

incurs in processing an application. 
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Q. 

A. 

Q. 

A. 

2. Monthly Aggregation Fee 

Does New Power support the proposed monthly $2OO/pool and 

$1.25/customer aggregation fee? 

No. These fees also are simply economic barriers to entry. Columbia of Ohio, 

currently one of the more successful gas programs in the country, has neither an 

aggregation charge nor a pooling fee per customer. Again, Peoples has failed to 

present any legitimate evidence to support these proposed fees nor has it truly 

reflected in its rates the cost savings attributed to marketers providing commodity 

services. Before the Commission approves any such fees, it must require Peoples 

to take into account the concomitant decreases in costs to Peoples when a 

customer chooses competitive suppliers. For example, transportation customers 

should receive a credit for services, personnel and costs allocated to purchasing, 

nominating and supplying the commodity. 

Apparently, Peoples has again added the costs of educating the customer about 

choices in its customer charge to those customers who take service from a 

competitive supplier. 

Would it be appropriate to charge such consumer education costs only to 

those customers who choose to take service from a competitive supplier? 

As discussed above, this inappropriate. All customers should have the benefit of 

receiving the information and educational materials regarding the ability of 

customers to choose a competitive supplier for their gas supply. Since this 
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Q. 

A. 

Q. 

A. 

information should be provided to all customers, the costs of educating all 

customers should be borne by all customers, not just the customers that choose a 

competitive supplier. 

What is New Power’s recommendation regarding the monthly aggregation 

fee? 

The Commission should reject Peoples’ proposed $200 monthly aggregation fee. 

3. Customer Pool Activation Charge 

What is New Power’s recommendation regarding the $IO/customer pool 

activation charge? 

The Commission should reject Peoples’ proposed $1 O/customer pool activation 

charge. This fee is entirely unreasonable. This type of up-front “ante” is not 

found in any jurisdiction that has a customer choice programs that is operating in 

a manner that provides customers with the benefits of customer choice. A 

customer pool activation charge should reflect what the actual incremental cost is 

to the utility to activate a customer pool. It has been my experience that utilities 

generally spread any asserted costs for to the entire class of customers who would 

now have the opportunity to choose. Such costs have not been recovered through 

a “transportation customer charge” because such charges would act as a barrier to 

competition. 
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552 
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Apparently, Peoples has yet again added the costs of educating the customer 

about choices in its customer charge to those customers who take service from a 

competitive supplier. 

Do you similarly believe that it would be inappropriate to charge such 

consumer education costs only to those customers who choose to take service 

from a competitive supplier? 

Yes. 

4. Storage Issues 

Please describe your concerns regarding Peoples proposed storage 

requirements. 

New Power has an overall policy and practical marketplace concern regarding 

Peoples proposed storage requirements. SVT Suppliers should not be required to 

purchase Peoples storage service as a condition of participating in the Program. 

SVT Suppliers should have the flexibility to directly contract with the interstate 

pipelines and other service providers for such storage and associated services. 

SVT Suppliers should not be required to pay for a service that they can obtain 

from entities other than Peoples. Such a requirement smacks of the type of 

“tying” arrangements that antitrust laws were designed to prevent. At a 

minimum, it should be at the suppliers’ option if they wish to purchase any of 

Peoples storage assets and services. 
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Q. 

A. 

Q. 

A. 

Q .  

A. 

Do you have any additional concerns regarding Peoples’ proposed storage 

requirements? 

Yes. Under Peoples proposal, the amount of storage required to be injected or 

withdrawn is determined at the sole discretion of the utility. This should not be at 

the sole discretion of the utility, instead any limits that are imposed should be for 

verifiable operational reasons only. Such a provision will ensure the non- 

discriminatory treatment of natural gas supply that is coming into Peoples’ 

system. 

5. Operational Integrity Provision 

Please explain New Power’s concern regarding the Peoples’ new operational 

integrity provision. 

Under this new proposal, Peoples, in its sole judgment, would have the ability to 

call an operational flow order that limits the quantity of gas that it will accept 

from suppliers at any of its city gate stations upon only two (2) hours notice to the 

supplier. (See Respondent’s Exhibit B at 3; See also Section L, Rider AGG, 

Original Sheet No. 161.) Marketers should be afforded the same flexibility 

Peoples enjoys when providing commodity service to existing sales customers. 

Please describe your concerns regarding Peoples proposed tariff provision 

regarding operational flow orders. 

This provision should be modified in three respects. First, suppliers must be 

provided with at least twenty-four (24) hours notice. Second, Peoples should not 
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Q. 

A. 

be allowed to invoke this provision for economic reasons but only where there is a 

verifiable threat to the integrity of the system. Third, all natural gas supply, 

including that of the utility, should be subject to the same restrictions on a non- 

discriminatory basis. 

IV. 

UNIFORM BUSINESS RULES 

What additional uniform business rules are necessary to assist in the success 

of the Choices For You program? 

Peoples proposal is silent upon any uniform business rules or ED1 protocols for 

electronic transmission of information from the utility to the supplier for functions 

such as customer enrollments, confirmations, and/or exception reports of why 

customers may have been rejected. Uniform business rules lower costs for all 

market participants and ease market entry. For example, a supplier would not 

have to build separate systems each time it enters into an individual utility service 

tenitory. This would avoid unnecessary time and expenses. The primary 

beneficiary is the customer, because uniform business protocols and practices 

allow competitive suppliers to offer increased savings which are gained by 

eliminating duplicative systems to handle the electronic transfer of information 

that needs to communicated between the supplier and the utility. 
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V. 

CONCLUSION 

Q. 

A. 

Do you have any concluding remarks? 

Peoples’ Program purports to offer a competitive option for a class of customers 

that previously has been denied choice. However, without the aforementioned 

tariff revisions, residential customers will be denied the benefits that suppliers like 

New Power can offer. 

Summary of Recommendations 

Q. Please summarize your recommendations. 

A. The Commission should make a number of pro-consumer, pro-competitive 

revisions to the proposed tariffs to foster competition and remove significant 

barriers to entry that otherwise would prevent suppliers from providing additional 

benefits to customers. The New Power Company respecthlly requests that the 

Commission revise the proposed tariffs in the following manner to: 

(1) 

(2) 

Allow suppliers to perfom a single billing function for their customers 
under the terms of a single bill tariff; 
Prevent unnecessary and unjustified fees from acting as barriers to entry, 
by appropriately imposing the costs where they properly belong, 
including, but not limited to the Aggregation Charge, Customer Pool 
Activation Charge, and the Supplier Application Charge; 
Remove unnecessary restrictions upon supplier’s flexibility to efficiently 
utilize its own storage services; and 
Eliminate the proposed enrollment limits and utilize an “open” enrollment 
process. 

(3) 

(4) 

Q. 

A. Yes 

Does this conclude your testimony? 
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P.U.C.O. No. 2 
Saeond Rwhad Shoat No. 72 

~~ 

Cancola 
Fitst Revised Sheel No. 71 OLUMWA GAS OF OHIO, INC. 

RULES AND REGULATIONS GOVERNING THE DISTRIBUTION 
AND SALE OF GAS 

SECTION VI -Full Requirsmenb Aggmgatlon Sawice 

67. AGGREGATION SERVICE 

(A) Avai*biltty. Thk service k avaibaable to M a r k e h  delivering gas. on e firm basis. to the 
Cmpany's thy gates on behalf of customers recehring transportation service from the 
CMTPany under Rate Schedules FRSGTS, FRMGTS. FRGTS and FRLGTS. Service 
hereunder allow M m  (0 deliver to the Company. on an aggragrted W. tholle 
natural gas wpplias mal am needed to cstisfy the requirements of autanec group 
pwpat ing in Columbia's Customer CHOlCPPmgram. 

(6) Aggra@on Pool. Markefers will be required to establish one or more Aggregation Pools 
for aggreQation purpose& An Aggregation Pool shall Be comprked of those customers 
within each M a W s  Custom CHOICPCustomer Group located within the same 
Columbia Gas Transmission market area. Mwketars shall have the option to create 
multipk Aggregatbn Pools wlthln a slngle Columbla Gas Tmsmlssion market area. For 
purposar of scheduling supplies on the interstate pipelines, a Marketer may combine In e 
single nomination the daw requirements of its c u s t m  for all mdcet area Aggwttim 
Pools contahed m l n  the game Columbia Gas Transmission operating erea However, 
for purposes of sburduling these receipts by Columbia from the interstate pipeline. 
separate nmlnatbs wo1 be requlmd from the Marketer for each Aggregation Pwl, unless 
Columbii agrees Omenu!se. 

(C) Aggmgatlon Agmmsnt Bebre mNneocing service hereunder, Marketer@) must have 
executed a service agrsement with the Conlpany. 

The be& and obligaticns of this service agreement shall begin when the Company 
~ m m e l l c ~ s  to lransporl gas thenun&r. It shall Inure to and be binding upon the W~CIUII(YS 

and assigns, wrvivom and exewtom or administem as the case may be, 04 the original 
parties thereto, respacthrsty. for the full t e n  thered. However, no agreement for wlce may 
be assigned or tnnsfand withwt the written consent of or appmrai d the Company which 
shaU not be unnrasonably withheki. 

ID) Roqulnnrmt. for P.r(lclp.tbn. Merketera desiring to parb'cipate In the Columbia 
Customar CHOICE. Program Vvil be evaluated to estathh credit lwels acceptable to the 
Company. Markelerr not d c g  the neaaspy aedk level will be required. al Columbia's 
option. to pmvlde e d d l a l  w r i l y  in the form of a letlar of medii. surety bond, cash 
depDsk a d o r  appropriPte g-nw to pak-jpata 

.-.__ n order to partidpats W t e r t  are required to provide the fouowimg infamation: 
'Y. <-.* ,.- 

L .-': '._._I -, . . . :: s"-,. .-,, 

f i r , ;  , i ~ n n  

c . - . . J  

* ' " d J  I 
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P.U.C.O. No. 2 
Flnt  Revised Sheet No. 7: 

Canceh 
Original Sheet No. C :OLUMBIA GAS Of OHIO, INC. 

RULESAND REESUUllOdS GOVERNING THE DiSTRIBUTDN 
AND SALE OF GAS 

SECTION VI- Full Requlnments Aggmgatlon Sewlce 

1. Mostrecentfinancialstatements; 
2. Mastrecentannudreporttoshareholders.10Kor 10Q; 
3. List of parentcompany andamtes: 
4. Names. addresses, and telephone numbers of three (3) bade rehnnW6: and 
5. Names, addresses, and telephone numbers Of banking instihrtioncontaCtS. 

EvdwtiontwiY be based on standard credahclorssuch as previous customer history. Dun 8 
Bradstreet financial and credit ratings. trade references. bank inbrmatlon. U n U d  Re 01 
credit, and financial information. Based on the numbor of ctandard tndR W o n  nut by tho 
Marketer, Columbia will assign a dollar credit levd range for each Marketer. Columbla Sh& 
have sde discretion to determine d i t  worthiness based on the above criteria but will no( 
deny Mditworthlnoscwithwt reawnablecsuu. 

A fee of 550.00 will be assess& for each evaluabn. Columbia reservesthe right to condud 
furthorwaluationsduring the couw of the program when infofmtion has been recnived by 
Columbia that indicatesthe credit worthiness of a Marketer may have doterbratad Or that the 
Market& program is excdeding the credit level range previously approved by Columbia 
Columbia will review each Marketeft progmm no less often thn monthly, and will compare 
each M a h W s  program against its prtnriwsly assigned credit lev& range. cdumbia wil 
reevaluate each Marketers overall c d R  wonhlness on an annual basis. Marketer8 whose 
program exceed the assQned credit lewd range will be r e q u M .  01 CduhYWS OPtim. to 
provide additional security in the form of a letter of credii surety bond, cash deposit andlor 
appmpriate guaranty In order to continue to paniclpare in the prognm beyond me ISn 
establiihed credit lwei or to enroll additanel customsrs. If additional security is provided by a 
Marketer.ColumbiawUIa~gnanmcreditlevelrange~theMarks~r. 

Cod. of Conduct: Each Marketer parlidpatimg in Cclumbla's Customer CHOlCP P m  
shall: 

1. communicate to wStOmers in dear understandable terms, the c u l t o m '  fights 
and responsibilities.Ts m u n i e a h s h a l l  indude: (a) the tdarketehcufbmer 
Service addms and taIephow nwnber; (b) a statsment d m b h g  the Madcetu's 
dispute resoluth pmcedures: (c) a statement lhat the Marketer must provide, b 
the maxl!num axtsnt possible. the curtomer with t h i i  (30) days wrttten dica 

(E) 

. 
priormd1sconUnuIngservice;and (d)noticethat!hePrcgramis s u b ~ t o o r g d n g  
Commissionjurisdiin 

2. w i d e  in writing to customem prking and payment terms that are dear and 

E C : E I V @ ~ ~ ~ ~ ~ ~ ~ ~ *  , nfra fmm engaging in m m n i d o n s  or  mctices with customers which 8R - -  - 
fraudulent. demptive. or misleadhg; 

A ~ l r ;  2 E 19% 
4. deliver gas to Columbia on a nrm basis. on behalf of the Marketeh participating 

customcrsin accordancewith the requiremenkof the Aggregation Agreement 

in daw June 18,7998 and August 8,1998 in Case NO.. 0&640-6A-ATA 
d IMJBJCA-COI. 

ISSUED July 31. Is08 EFFECTM: With bllls rendend Augumt 1. 1SS8 

lnwd By 
G. W. Babin, Vice R..idmt 
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TERNS OF SERVICE 
A u ~ s c h 6 d U l u  

Reviud Sheet No. 25.1 
ER.s(lm: Jnnualy 1,1999 

25. Customer Education Program (CEP) Rider 

25.1 Applicability 

This Rider shall apply to and become a part of each Of the 
Compsnfs Rate Schedules for Finn Disttibution Service and be 
applied to all Retail Customers. whether System Customers or 
Direct Customers. 

25.2 Purpose 

The purposs of this Rider is for the Company to recover the cost Of 
its Customer Education Program to Inform and educate natural gas 
customers regarding the deregulation of the Mtual gas indusiry. 
fvst appmved by cammission order dated October 30, lQQ8 in 
Docket No. 83904. 

25.3 Defnitions 

Forpurposas hereof 

25.3.1 Unlrcomd CEP Colt .  - The actual and/or estimated 
CEP costs, lnduding carrying costs. which have not been, 
or will be, recovered through the CEP Rider as of the 
effecWe date for which the CEP Charge is calculated or 
recalculated. 

25.3.2 Number of Customers - The total estimated number of 
Retail Customers mcsiving service under all of the 
Company’s Rate Schedules on the effedhre date for which 
the CEP Chatp is calculated or recalculated. 

Romainlng Month. - The number of months remaining in 
the Rlder timeframe approved by the Cwnmisslon from 
the effective date for whlch the CEP Charge is calculated 
or recalculated. 

25.3.3 
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GU ~ i g ~  company 
TEWSOFSERWCE 

AllR.1.SdUdUkS 
Fourth R . V M  sh..t NO. 25.2 

ahctive: April 1,2001 

25. Customer Education Program (CEP) Rider (con(inUed) 

25.2 CEP Rlder Calculation 

The CEP Charge shall be calculated on a per Customer per Month 
basis to the nearest one-hundredth (1/100) dollar using the 
folbwlng equation: 

CEpCharp.= U-rsdcEPCcM 

25.3 Current Rate 

Effective April 1,2001, a rate of $0.00 per customer per month shall 
be assessed based upan the terms ofthe Rider. 

25.4 Recalculation of RMer 

The Company shall recalculate the CEP Charge as it desms 
necessary to minimize under or o w  recovey of CEP costs. The 
frequency of such recalculation shall not be greater than once in 
any month. 

25 5 Program Administration and Cost Recovery Period 

The Company shall adrninlster the program for a marimurn of one 
(1) year with costs to bo recovered over a two and one half (2%) 
year period in accordance to the Commission’s Odober 30.1998 
order. 


